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Canada played defense with USMCA 
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USMCA’s economic impact is negative

Source: https://www.cdhowe.org/sites/default/files/attachments/research_papers/mixed/Working%20Paper-

Ciuriak-Dadkhah-Xiao-2019.pdf
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Rules of origin have become more 
complex

• Less investment in Canada?

– Cheaper to invest in US if it is the main market

• Costlier to make supply chains more resilient

– Need to shift geographies rapidly in case of disruption

– Bring in additional suppliers from different regions (admin 
and monitoring costs)

• More firms (especially SMEs) will not bother and pay 
the tariff instead

– So, no increase in North American sourcing 
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Digital trade and e-commerce

• Increase in de minimis level for exports to 
Canada (good for e-ecommerce)

– From C$20 to C$40

• Better protection for cross-border data flows

– Less need for data and service localization, so more 
efficient operations

– Excludes digital goods and services to governments
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Remaining uncertainties

• Section 232 tariffs (e.g., aluminum)

• No more investor-state dispute settlement 
(ISDS) mechanism between Canada and US

• Sunset clause

– USMCA expires on July 1, 2036, unless all parties 
agree to extend it


